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BEFORE THE TENNESSEE REGULATORY AUTHORITY
RE- TENNESSEE-AMERICAN WATER COMPANY
CASE NO 04-

DIRECT TESTIMONY OF PAUL R HERBERT

Please state your name and address

My name i1s Paul R Herbert. My business address is 207 Senate Avenue,
Camp Hill, Pennsylvania

By whom are you employed?

| am employed by Gannett Fleming, Inc

Please describe your position with Gannett Fleming, Inc and briefly state
your general duties and responsibilities

| am Senior Vice President My duties and responsibilities include the
preparation of accounting and financial data for revenue requirement and
cash working capital claims, the allocation of cost of service to customer
classifications, and the design of customer rates in support of public utility
rate filings.

Have you presented testimony in rate proceedings before a regulatory
agency?

Yes | have testified before the Pennsylvania Public Utility Commission, the
New Jersey Board of Public Utilities, the Public Utiities Commission of Ohto,
the Public Service Commission of West Virginia and the Kentucky Public

Service Commission, the lowa State Utilites Board and the Virginia State



o
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22

Corporation Commission, concerning revenue requirements, cost of service
allocation, rate design and cash working capital claims. A list of the cases In
which | have testified I1s provided at the end of my direct testimony
What 1s your educational background?
| have a Bachelor of Science Degree in Finance from the Pennsylvania State
University, University Park, Pennsylvania
Would you please describe your professional affiliations?
| am a member of the American Water Works Association and serve as a
member of the Management Commuittee for the Pennsylvania Section |am
also a member of the Pennsylvamia Municipal Authorities Association. In
1998, | became a member of the National Association of Water Companies
as well as a member of its Rates and Revenue Committee
Briefly describe your work experience
| joined the Valuation Division of Gannett Fleming Corddry and Carpenter,
Inc, predecessor to Gannett Fleming, Inc., In September 1977, as a Junior
Rate Analyst Since then, | advanced through several positions and was
assigned the position of Manager of Rate Studies on July 1, 1990. On June
1, 1994, | was promoted to Vice President On November 1, 2003, | was
promoted to my current position of Senior Vice President

While attending Penn State, | was employed during the summers of
1972, 1973 and 1974 by the United Telephone System - Eastern Group in its

accounting department  Upon graduation from college 1n 1975, | was



employed by Herbert Associates, Inc, Consulting Engineers (now Herbert
Rowland and Grubic, Inc ), as a field office manager until September 1977
What I1s the purpose of your testimony in this proceeding?

The purpose of my testimony i1s to explan Tennessee-American Water
Company’s bill frequency analysis Exhibit No PRH-1

Briefly describe the purpose of a bill frequency analysis.

A bill frequency analysis is the compilation of customer bills and
consumption rendered during the test year and 1s used to support the
present and proposed level of revenues from the application of present and
proposed rates

Please explain the exhibit

Customer consumption data was compiled for each customer classification,
service area and meter size for the test year. This information was
summarized and is shown under the column heading “per books - billing
determinants”. The figures across from the meter sizes indicate the number
of bills 1ssued during the test year for that meter size The figures across
from the consumption blocks indicate the number of hundred cubic feet of
consumption billed for each block for those bills issued during the year The
bilhng determinants were adjusted for pro forma revenue adjustments for
growth and weather normalization supported by another Company witness
Those adjustments are reflected in the columns identified as “normalized”
and “attntion year”

How are the revenues determined?

-3-



The revenues are the product of the billing determinants (number of bills and
consumption by rate block) times the customer charges and consumption
charges under present and proposed rates for each service area The pro
forma revenues are shown under the revenue column for the attrition year at
present and at proposed rates.

Do these figures agree with the revenues claimed by the Company In the
case?

Yes, they do

Does this conclude your direct testimony?

Yes, 1t does
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Chattanooga
5/8 - inch meter

3/4 - inch meter

1 - inch meter

1 1/2 - inch meter
2 - inch meter

3 - inch meter

4 - inch meter

6 - inch meter

8 - inch meter

First 400 CF
Next 6,100 CF
Next 43,500 CF
Next 450,000 CF

Next 1,000,000 CF
All Over 1,500,000 CF
Ft. Oglethorpe

Lookout Mountain
5/8 - inch meter
" 3/4 - inch meter
1 - inch meter
1 1/2 - inch meter
2 - inch meter
3 - inch meter
4 - inch meter
6 - inch meter
8 - inch meter

First 400 CF
Next 6,100 CF
Next 43,500 CF
Next 450,000 CF

Next 1,000,000 CF
Al Over 1,500,000 CF

Tennessee-American Water Company
Summary of Present and Proposed Rates

Exhibit No PRH-1

Present Proposed

8 92 974
14 97 16 34
24 92 27 20
49 87 54 44
7977 87 08
149 58 163 28
2493 272 14
498 6 544 27
79776 870 83
0 166 0181
2 628 2 869
1651 1802
1234 1347
0944 1030
0 560 0.611
0.766 0.836
10 00 1092
14 97 16 34
24 92 27 20
49 87 54 44
7977 87 08
149 58 163 28
2493 272 14
498 6 544 27
797 76 870 83
0616 0672
3385 3695
2408 2 629
1684 1838
1394 1522
1010 1103

Increase

9 19%
9 15%
915%
9.16%
9.16%
9 16%
9 16%
9 16%
9 16%
9 04%
917%
915%
9.16%
9 1%
9 11%
914%

9 20%
9 15%
9 15%
9 16%
9 16%
9 16%
9.16%
9 16%
9 16%
9 09%
9 16%
918%
9 14%
918%
921%




Lakeview

5/8 - inch meter

3/4 - inch meter

1 - inch meter

1 1/2 - inch meter

2 - inch meter

3 - inch meter

4 - inch meter

6 - inch meter

8 - inch meter

First 400 CF
Next 6,100 CF
Next 43,500 CF
Next 450,000 CF

Next 1,000,000 CF
All Over 1,500,000 CF

Private Fire Service

1 = Inch Service
1 1/2 - Inch Service
2 - Inch Service
2 1/2 - Inch Service
3 - Inch Service
4 - Inch Service
6 - Inch Service
8 = Inch Service
10 - Inch Service
12 = Inch Service

Public Fire Service
Ridgeside
Public Fire

Tennessee-American Water Company
Summary of Present and Proposed Rates

Present
10 00
14 97
24 92
49 87
7977
149 58
2493
498 6
797 76
0 304
2.896
1.919
1.372
1.082
0.698

$23 22
$52.38
$93 15
$142 05
$209 40
$419 31
$837 97
$1,677 36
$2,516 24
$3,355 24

1,988 94
186 60

Proposed

10 92
16°34
27 20
54 44
87 08
163 28
272 14
544 27
870 83
0.332
3 161
2095
1498
1.181
0762

$25 35
$57.18
$101 68
$155 06
$228 58
$457 72
$914 73
$1,831.01
$2,746.73
$3,662 58

Increase

9 20%
9 15%
9.15%
9 16%
9 16%
9.16%
9 16%
9 16%
9 16%
921%
9 15%
917%
918%
9 15%
917%

917%
9 16%
9 16%
9 16%
9 16%
9 16%
9 16%
9 16%
9 16%
9 16%

-100 00%
-100 00%



Customer Classification

Residential
Commercial

Other Public Authority
Sales for Resale
Private Fire

Tennessee-American Water Company

—~

Summary of Revenues Under Present and Proposed Rates

Present Proposed Increase

$ 13,302692 $ 14523425 $ 1,220,733

0,464,969 10,331,999 867,030

3,399,370 3,709,977 310,607

2,500,771 2,729,680 228,909

920,714 1,004,862 84,148

1,354,352 1,478,415 124,063
897,285 0 (897,285)

$ 31,840,153 $ 33,778,358 $ 1,938,205

Percent

9 18%
9 16%
914%
915%
914%
9 16%
-100 00%

6 1%
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COMMONWEALTH OF PENNSYLVANIA
COUNTY OF CUMBERLAND, TO-WIT-

AFFIDAVIT

BEFORE ME, the undersigned authority, duly commissioned and qualified in and for the

Commonwealth and County aforesaid, personally came and appeared Paul R. Herbert,

who, being by me first duly shown deposed and said that,

He 1s appearing as a witness on behalf of Tennessee-American Water Company before

the Tennessee Regulatory Authority, and if present before the Authority and duly sworn,

his direct testimony would set forth in the annexed transcript.

b Pl T

Paul R. Herbert

Taken, subscribed and sworn to before me this 7" day of September, 2004.

Notary Public Sy o~
Sy R
NOTARIAL SEAL T3 T gz
CHERYL ANN RUTTER, Notary Public /IR S A
Camp Hill Boro, Cumbertand County T RS
My Commission Expires Feb 20, 2007 e
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